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ECONOMIC DEVELOPMENTS IN POLAND DURING 1960 


iQcn Th ® nationa l product continued to expand rapidly during 

I960, with the largest growth rates in industrial and agricultural 
production since 1957.* However, because a large part of the in- 

2 ^ a 5 e 4 . in J ° Utput Was used to reduce the foreign trade deficit or was 
added to inventories, personal consumption stagnated and the growth 
of capital investment slowed markedly. 

Economic devel °P men ts in 1960 brought the Five-Year Plan of 
1956-60 to a fairly successful conclusion. Industrial production 
during the plan period grew nearly as scheduled, and agricultural 
production, although well below plan, increased more rapidly than 
in any other European satellite. Similarly, the increase in per- 
sonai consumption during 1956-60, although considerably less than 
planned compares very favorably with the achievements of other 
satellites. ^Net capital investment grew essentially as planned, 
but costs and construction periods exceeded plan, and numerous 
projects were not completed. 


Developments in 1960 also provided a basis for a relatively 
smooth transition to the Second Five-Year Plan (1961-65) . A sub- 
stantial growth in capital investment is scheduled for 1961 but 
acute inflationary strains probably will be avoided partly because 
of the more effective financial controls over enterprises intro- 
duced in I960. Last year's revision of producer prices and inaug- 
uration of basic wage reforms should contribute to the better uti- 
lization of materials and labor necessary for fulfilling the 1961 
economic plan. Fulfillment of 1961 plans also will depend, however, 
on continued worker acceptance of the regime's austerity program. 
™^ h +£ m0re \ t * e Polish economy will be subject to increasing strain 
over the next few years, unless investment costs and construction 

obtained Can ^ substantial *y reduced, or new foreign credits can be 


Plans for 1960 


Polish economic plans for 1960 reflected the concern of the 
Gomulka regame with inflationary strains which had developed dur- 
lng i959. A large increase in capital investment, under conditions 
of inadequate financial controls, combined with a decline in agri- 
cultural production had resulted in an acute shortage of quality 
roods on the domestic consumer market, excessive costs and delays 
in completing key investment projects, and a considerably larger 
increase in the foreign trade deficit than expected. For 1960 
t 5 e J -^ egime P lanned a slower growth of domestic expenditures than 
ot the national product in order to reduce the trade deficit. Capi- 
tal investment was to rise 6 percent and personal consumption, only 


* The increase in gross agricultural production was nonetheless 
small . 
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1 or 2 percent, compared with claimed 1959 gains of 17 and 16 per- 
cent, respectively. To implement the "austerity " program and sta- 
bilize the consumer market, controls were tightened over wages and 
the investment expenditures of enterprises. 

The "austerity" program — parts of which were enacted towards 
the end of 1959 — proved even more effective than originally intended. 
Personal income declined in the first half of 1960, as a result of 
reductions in wage rates, employment, overtime work, and social wel- 
fare payments. The regime allowed the reduction in income to last 
longer than had been planned, both because worker reaction was gen- 
erally mild and because early 1960 prospects were for another poor 
year in agriculture. As employment and personal income expanded 
sizably only during the final months of the year, personal consump- 
tion did not rise for 1960 as a whole. The planned growth of capi- 
tal investments also was not attained, partly because of limitations 
on employment in construction and more stringent bank controls over 
the initiation of projects. 

Plan Fulfillment in 1960 

The Polish national product grew by nearly 5 percent in 1960, 
a somewhat smaller increase than had been planned. Net industrial 
production rose an estimated 8.5 percent, an increase attained with 
almost no growth in industrial employment or average wages. Produc- 
tion goals were exceeded for basic commodities generally and also 
for numerous consumer items — in the latter case partly because of 
large increases in exports and in domestic inventories. Despite 
adverse weather conditions during parts of the year, gross agricul- 
tural production rose by an estimated 2 percent due in large measure 
to the considerable efforts of the private peasants. As had been 
expected, the foreign trade deficit declined sharply — from US$ 274 
million in 1959 to US$ 171 million in 1960. Exports rose by nearly 
16 percent, including large gains for machinery and equipment as 
well as for industrial consumer goods; whereas expansion of imports 
was restricted to 5.3 percent. 

Among less favorable developments was the failure of personal 
consumption to increase— for the first time since the early 1950's « 

The workers/ diet worsened slightly, and purchases of textiles and 
numerous other non-food consumer items declined. The consumer did 
benefit, however, from the return of market stability. Net capital 
investment rose by only 3 percent in 1960, the smallest growth since 
1956; whereas inventories increased about 50 percent more than planned. 
The increase in inventories — largely non-food consumer goods — resulted 
primarily from rising output at a time when food prices had risen 
faster than personal incomes, thereby absorbing a larger share of 
consumer expenditures. 

Conclusion of the Five-Year Plan 


The year 1960 marked the fairly successful conclusion of the 
Five-Year Plan for 1956-60. All major sectors of the Polish economy 
expanded considerably during the period, although some sectors sub- 
stantially underfulfilled the ambitious tasks assigned under the Plan. 
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^ aUa J ^° Wth the P ° 11Sh na tional product averaged 6 percent 

duct?f„ 5n rapid am ° ng the stellites. Net liduatrSI ^I 
duction rose 47 percent, nearly as much as scheduled in contrast 

Year Plan*" H ° f industrial targets under the Six- 

(1950-55). Gross agricultural production rose an esti 
mated 17 percent , well below the proposed 24-percent increase hni- 

20 percent 8 also "we 1 l P hPio aP1 i & pe f’ sonal consumption rose nearly 
P .u ' a , e11 below Plan, but one of the largest increase*! 

ing n i95i e 55 pi^? S ^ gr6atly above the Polish achievement dur- 

discontent w^h y T aS a reSU “ ° f the riSe in consumption, popu- 
ar aiscontent with living conditions in Poland althoue-h still 

nearly universal-is not as acute and does not pres.i? £ Sd a 

not completed C ° StS ’ V “ eW pro J ects scheduled under the plan were 

. During 1956-60, both imports and exports rose by about 48 oer- 
, , ln cons tant prices — virtually as planned. Polish terms of 

CCse e bv°ne^W considerably however; and in current prices, imports 
because of ?° percent and exports by only 44 percent. Partly 
„® Pa ” s ® of fa Hing prices for Polish coal, Poland had to exnort 11 

o? SrS re Kd d ? h ‘" "h 60 ln 1955 « w for a S £en 

trade^eflelt ! 6 "omening In the terms ol trade, the 

60-pr£f;jr;o-£d C Sa,£r"; a *Ss &££& lover “^2 

«£?ial grov?S 1 o° d bMh t o S "Tr, a key £actor £ " p " B “t tnSMS'iub- 

durlng^f^fF^Ye^L 1 "'* 3 *” 6 ”* “ <1 pers °” al oon.umptlon 
Prospects for 1961 


Plan nSsr ^, 19 ? 1 "S*? ,he Oeglnnlng of the Second Five-Year 
S em»i£!;fd > ’ £ TSs? ™ pld '”‘ pansl °" ° f eapltal Investment 

th MsSi p^ra^ssy 1 ”.?^ SaS^i^s: r w - 
Srg 8 4 C Smeit lnT Sf!£tS PerCen ' ““ personal “” s ” p - 

« 1 tl y P er cent» Tne latter increases are to be attainpd -in 

increase a in n thC h fCreiff dU t t;L ri n CV**® growth of stocks and a small 
of 1959 nrohnhi . , trade deficit. The inflationary strains 
Oi 1959 probably will be largely avoided in 1961 as nrnnn^nH h m 

nf e foto f °^ domest ic expenditures are more conservative than those 
of 1959 and state enterprises have tended to be more rlsponsiJe to 

facial PlanS SlnCe laSt year ’ s introduction of more rigid cental 
controls over wages and investment expenditures. 
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Economic goals in 1961 rely in part on greater economy in the 
utilization of materials and on an additional large increase in labor 
productivity. The completion in 1960 of a revision of producer prices 
and the launching of basic reforms of wage norms and the bonus system 
should provide more effective economic incentives for accomplishing 
these objectives. Success of the 1961 plan will also depend on con- 
tinued worker acceptance of the regime's "austerity" program, as only 
small increases in average wages are scheduled. Large-scale introduc- 
tion of revised wage norms this year — which should lower some workers f 
income while raising others' — could result in demonstrations at indi- 
vidual plants similar to those encountered early in I960. However, 
the regime generally has been cautious and flexible in wage disputes 
and could utilize its large retail-trade inventories to raise consump- 
tion faster than planned if warranted by political considerations. 

Tighter financial controls over domestic expenditures, increased 
efficiency in certain areas, and lack of active popular opposition 
nonetheless will not insure the maintenance of rapid economic growth 
during the next few years. There has been a progressive absorption 
of excess industrial plant capacity and labor since 1955, so that 
increased output will depend more and more on investment . In the 
past, investment costs and construction periods for new plants have 
far exceeded planned estimates. Consequently, although plans for 
1961 may well be fulfilled, the Polish economy will be under pro- 
gressively increasing strain in succeeding years unless efficiency 
in capital investment is greatly increased or new foreign credits 
are secured. 
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